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LAWER CONVI CTED ON FEDERAL W RE FRAUD CHARGES
IN A $100 M LLI ON BOGUS | NVESTMENT SCHEME

JAMES B. COWEY, the United States Attorney for the
Sout hern District of New York, announced that STEPHEN MALES, Jr.,
New Hanpshire | awyer and | aw prof essor, was convicted | ast night in
Manhattan federal court of 11 counts of wire fraud stemm ng from
MALES participation in a schenme to induce a nobney nanager to
invest nore than $100 mllion in a shaminvestnent program The
conviction followed a one-week jury trial before United States
District Judge LEWS A KAPLAN.

According to the I ndictnment and t he evi dence present ed at
trial, MALES, an attorney residing in New Hanpshire, repeatedly

attenpted to persuade an undercover FBlI agent posing as an
i nvestnment fund manager to invest in a nmediumterm note trading

program (“MIN"). The evidence presented at trial established that

MALES solicited a commtnent from an undercover agent to mnake

avai | abl e approximately $164 nmillion to facilitate obtaining |ines



of credit for investnent, by fal sely prom sing, anong ot her things,
extraordinarily high rates of return, with little or no risk,
within a relatively short period of time. 1In fact, according to
the Indictrment and trial evidence, as MALES wel |l knew, there was no
such investnent tradi ng program

According to the Indictnment and trial testinony, MALES
claimed to be the attorney for The Bailey G oup, the entity that

acted as the “Asset Manager” responsible for managing the MIN

tradi ng program According to the I ndictnment and evi dence presented
at trial, in an effort to obtain access to $100 mllion or nore,
MALES fal sely represented that he was in direct contact with the
i nvestment prograns traders, who he called “Tier 1" and “Tier 3,"
and he pressed for both to be added as signatories to the
i nvest nent account.

MALES al so fal sely cl ai med t hat under the tradi ng program
the i nvestor would earn a m ni mrumof 100%gross profit per week for
40 weeks with no risk to principal. MALES stated that he had
personal ly participated in the MIN i nvestnent tradi ng program and
had nade substantial profits for hinself and for clients through
the trading program As the trial evidence established, MALES wel |
knew t hat the entire tradi ng programwas bogus and had not paid any
profits to MALES or any other clients.

According to the evidence, MALES al so mi srepresented that

a portion of the profits nade from MINs would be disbursed to
humani tarian causes under the auspices of the International

Monetary Fund (“IMF’), when, in fact, and as MALES knew, the | M-



does not sponsor or have any i nvol venent in any private i nvestnent,
i ncluding the programthat MALES was attenpting to pronote.

According to the Indictnment and t he evi dence presented at
trial, MALES insisted that two program “traders” be added as
signatories to the i nvestnent account that MALES believed hel d $164
mllion.

MALES, 50, who resides in Dover, New Hanpshire, faces a
maxi mum sent ence of 20 years in prison for each of the 11 counts of
whi ch he was convicted, and the greater of $250,000 fine or twce
the gross gain or loss resulting fromthe crine.

Sentencing is scheduled for February 20, 2004.

M. COWEY praised the efforts of the Federal Bureau of
| nvesti gation, which conducted the investigation.

Assistant United States Attorneys JANE A LEVINE and
JONATHAN R. STREETER are in charge of the prosecution.
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